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Summary 

Student loan forgiveness and loan repayment programs provide borrowers a means of having all 
or part of their student loan debt forgiven or repaid in exchange for work or service in specific 
fields or professions or following a prolonged period during which their student loan debt burden 
is high relative to their income. In both loan forgiveness and loan repayment programs, borrowers 
typically qualify for benefits by working or serving in certain capacities for a specified period of 
time or by satisfying other program requirements over an extended term. Upon qualifying for 
benefits, some or all of a borrower’s student loan debt is forgiven or paid on his or her behalf. 

One of the most important distinctions among these types of programs is whether the availability 
of benefits is incorporated into the loan terms and conditions and thus considered an entitlement 
to qualified borrowers, or whether benefits are made available to qualified borrowers at the 
discretion of the entity administering the program and subject to the availability of funds. For the 
purposes of this report, the former types of programs are referred to as loan forgiveness while the 
latter are referred to as loan repayment. 

Loan forgiveness and loan repayment programs typically are intended to support one or more of 
the following goals: 

• Provide a financial incentive to encourage individuals to enter public service. 

• Provide a financial incentive to encourage individuals to enter a particular 
profession, occupation, or occupational specialty. 

• Provide a financial incentive to encourage individuals to remain employed in a 
high-need profession or occupation — often in certain locations or at certain 
facilities. 

• Provide debt relief to borrowers who, after repaying their student loans as a 
proportion of their income for an extended period of time, have not completely 
repaid their entire student loan debt. 

The number and availability of loan forgiveness and loan repayment programs have expanded 
considerably since the establishment of the first major federal loan forgiveness program by the 
National Defense Education Act of 1958. Currently, over 50 loan forgiveness and loan repayment 
programs are authorized, and at least 30 of which were operational as of October 1, 2013. 

While existing loan forgiveness and loan repayment programs may support similar broader goals, 
there is great variety across programs in their design and scope. For instance, some programs are 
widely available to all borrowers who meet program eligibility criteria. However, many programs 
are narrowly focused on supporting specific public service or workforce needs and are available 
only to individuals serving in certain occupations or working in certain geographic regions, or 
individuals employed by certain federal agencies. In some programs, the availability of benefits is 
incorporated into the terms and conditions of borrowers’ loans and is more certain, whereas in 
other programs, the availability of benefits is subject to discretionary funding and award criteria. 
Programs are also distinguished by types of loans that qualify for forgiveness or repayment, 
qualifying periods of service, the amount of debt that may be discharged, and the tax treatment of 
discharged indebtedness. 
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Congress may explore whether loan forgiveness and loan repayment programs are effectively 
achieving policy objectives. Several issues might be examined. For instance, should multiple loan 
forgiveness and loan repayment programs continue to exist for providing debt relief to borrowers 
who engage in similar types of activities? Does the structure of some programs lead to a financial 
windfall for borrowers who engage in the same type of activity they might otherwise have in the 
absence of loan forgiveness and loan repayment benefits? Are programs appropriately targeted? Is 
sufficient information available to assess whether existing programs are effectively achieving 
their intended purposes? 
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Background and History of Loan Forgiveness 
and Loan Repayment Programs 

Federal student loan programs that make available loan forgiveness or repayment in return for 
service in certain professions or occupations have existed since the enactment of the National 
Defense Education Act of 1958 (NDEA; P.L. 85-864), which authorized the National Defense 
Student Loan (NDSL) program. In recognition of the high costs to individuals of borrowing to 
finance postsecondary education expenses and to address identified needs for individuals to 
perform certain types of service or work in certain occupations, an array of student loan 
forgiveness and repayment programs have been enacted. These programs offer borrowers a means 
to have all or part of their student loan debt forgiven or repaid in return for work or service in 
specific fields or professions or for satisfying certain conditions relating to borrower debt and 
income. Throughout the years, various federal loan forgiveness and loan repayment programs 
have been created, and presently, over 50 such programs exist, approximately 30 of which were 
operational as of October 1, 2013. 

Loan forgiveness (sometimes also referred to as cancellation or discharge) programs and loan 
repayment programs are characterized by the federal government’s forgiving, canceling, or 
discharging all or a portion of an individual’s total student loan indebtedness or making loan 
payments on a borrower’s behalf, upon the individual satisfying certain requirements. Loan 
forgiveness and loan repayment benefits are often contingent upon a borrower completing a 
period of employment in public service or in certain other occupations. Increasingly, however, 
loan forgiveness benefits have begun to be offered as a component of certain income-dependent 
student loan repayment plans. While the various programs operate somewhat differently, they are 
generally intended to support at least one of the following goals: 

• Provide a financial incentive to encourage individuals to enter public service. 

• Provide a financial incentive to encourage individuals to enter a particular 
profession, occupation, or occupational specialty. 

• Provide a financial incentive to encourage individuals to remain employed in a 
high-need profession or occupation — often in certain locations or at certain 
facilities. 

• Provide debt relief to borrowers who, after repaying their student loans as a 
proportion of their income for an extended period of time, have not completely 
repaid their entire student loan debt. 

These types of loan forgiveness and loan repayment benefits provide debt relief to borrowers of 
federal student loans who make an active choice to enter public service or obtain employment in 
particular professions, occupations, or specialties, or to repay their loans according to an income- 
dependent repayment plan. Other forms of debt relief also may be available to borrowers who 
experience certain unfortunate circumstances. These forms of debt relief — which are beyond the 
scope of this report — include loan discharge for borrowers who become totally and permanently 
disabled, loan discharge upon death of the individual on whose behalf a loan was made, discharge 
for closure of the borrower’s school, discharge for false certification of student eligibility, 



Congressional Research Service 



1 



Federal Student Loan Forgiveness and Loan Repayment Programs 



discharge for loans made without the borrower’s authorization, discharge for unpaid refunds by a 
school following the borrower’s withdrawal from school, and discharge in bankruptcy. 1 



Early Student Loan Forgiveness and Repayment Programs 

One of the earliest federal student loan programs that made loan forgiveness available to 
borrowers was the NDSL program, authorized under the NDEA in 1958. The NDSL program was 
established, in part, as a response to the Union of Soviet Socialist Republics’ 1957 launch of the 
Sputnik satellite. 2 Many members of Congress viewed this as an issue of national security, as they 
believed this event illustrated that the United States was falling behind in technological 
developments. 

To address this perceived national security issue, Congress decided to target and fund 
improvements in education programs because national security required “the fullest development 
of mental resources and technical skills of its young men and women.” 3 The establishment of the 
NDSL program made low-interest loans available to college students to help them pursue their 
studies. Also as part of the NDSL program, Congress authorized a student loan forgiveness 
component, which was intended to increase the number and quality of teachers in U.S. schools. 4 
Specifically, students who taught full-time in a public elementary or secondary school were 
eligible to have up to half of their student loans cancelled. 5 

Over the years, the NDSL loan forgiveness provisions were amended, with the teacher loan 
forgiveness benefits targeted at individuals who were either teaching in elementary or secondary 
schools at which low-income students made up more than 30% of the enrollment or were 
teaching students with disabilities full-time. Loan forgiveness benefits were also expanded to be 
available to individuals serving in a Head Start program and those serving in an area of hostility 
while in the armed forces. Through these provisions, qualified borrowers became eligible to have 
a portion of their loans canceled based on the number of years of public service completed. 6 The 
NDSL program was incorporated into the Higher Education Act of 1965 (HEA; RL. 89-329) 
through the Education Amendments of 1 972 (RL. 92-3 1 8); and was later renamed the Federal 
Perkins Loan Program 7 by amendments made through the Higher Education Amendments of 
1986 (P.L. 99-498). 



1 For additional infonnation on these forms of debt relief, see U.S. Department of Education, Federal Student Aid, 
"Repay Your Loans: Forgiveness, Cancellation, and Discharge,” https://studentaid.ed.gov/repay-loans/forgiveness- 
cancellation. 

2 C. Ronald Kimberling, "Federal Student Aid: A History and Critical Analysis,” in The Academy in Crisis: The 
Political Economy of Higher Education, ed. John W. Sommer (Oakland: The Independent Institute, 1995), pp. 69-70. 

3 P.L. 85-864 §101. 

4 U.S. Congress, Senate Committee on Labor and Public Welfare, National Defense Education Act of 1958, Report to 
accompany S. 4237, 85 th Cong., 2 nd sess., August 8, 1958, Report No. 2242, p. 10. 

5 P.L. 85-864 §205(b)(3). 

6 For instance, individuals teaching students with disabilities full-time were eligible to have 100% of their loans 
forgiven, while individuals serving in the armed services in an area of hostility were eligible to have 50% of their loans 
forgiven. CRS Report CD832039, The Experience with Loan Forgiveness and Service Payback in Federal and State 
Student Aid Programs, by Jim Stedman; archived, available on request. 

7 For additional information on the Federal Perkins Loan program, see CRS Report RL31618, Campus-Based Student 
Financial Aid Programs Under the Higher Education Act, by Alexandra Hegji and David P. Smole. 



Congressional Research Service 



2 



Federal Student Loan Forgiveness and Loan Repayment Programs 



Subsequent to the enactment of the NDEA, other federal student loan forgiveness and repayment 
programs were established to target borrowers who entered other professions and worked in high- 
need areas. For instance, in 1965, a loan forgiveness component modeled after the NDSL was 
incorporated into the Health Professions Student Loan Program (HPSLP), authorized under the 
Public Health Service Act (PHSA; PL. 89-290). Under this program, borrowers who practiced 
medicine in locations with a health manpower shortage (as defined) could have up to 50% of their 
loans forgiven. 8 Following these early student loan repayment and forgiveness programs, many 
additional programs were enacted and currently over 50 such programs exist. 



Overview of Federal Loan Forgiveness and 
Loan Repayment Programs 

This report identifies and describes federal student loan forgiveness and loan repayment programs 
that are currently authorized by federal law. It provides brief, summary descriptions of identified 
programs. These program descriptions are intended to provide policy makers with general 
information about the purpose of existing programs and how they are designed to operate. The 
program descriptions are not intended to be comprehensive in nature. Readers interested in 
comprehensive details about a particular program are encouraged to refer to additional resources, 
including federal statutes, regulations, and agency guidance. Citations are provided for the 
various programs identified in this report. 

Over 50 federal student loan forgiveness and repayment programs are currently authorized under 
federal law. Although each program is designed to operate somewhat differently, they are all 
intended to provide debt relief to borrowers who perform specified types of service, enter into and 
remain employed in certain professions, serve in certain locations, or repay their loans according 
to an income-dependent repayment plan for an extended period of time. 

Each of the various programs has unique characteristics and may be distinguished by features 
such as differing borrower eligibility criteria, benefit amounts, the means through which benefits 
are provided, or how the program is funded. In this overview, several parameters are identified 
and used to broadly characterize various aspects of the currently authorized programs. As some of 
the terms commonly used to identify the benefits offered through these programs (e.g., loan 
forgiveness, cancellation, or repayment) are often used inconsistently from program to program, 
this report’s use of a consistent set of parameters to characterize various aspects of the programs 
facilitates the description and examination of some of the similarities and differences between the 
various programs. 



Distinction among Loan Forgiveness and 
Loan Repayment Programs 

In employment-focused loan forgiveness and loan repayment programs, a borrower typically 
must work or serve in a certain function, profession, or geographic location for a specified period 
of time to qualify for benefits. In repayment plan-based loan forgiveness programs, a borrower 



8 CRS Report LB2301 , The Experience with Loan Forgiveness and Service Payback in Federal and State Student Aid 
Programs, by Jim Stedman; archived, available on request. 
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typically must repay according to an income-dependent repayment plan for a specified period of 
time to qualify for benefits. At the end of the specified term, some or all of the individual’s 
qualifying student loan debt is forgiven or paid on his or her behalf. The individual is thus 
relieved of responsibility for paying that portion of his or her student loan debt. One of the most 
important distinctions among these types of programs is whether the availability of benefits is 
incorporated into the loan terms and conditions and is thus considered an entitlement to qualified 
borrowers or whether benefits are made available to qualified borrowers at the discretion of the 
entity administering the program and whether the benefits are subject to the availability of funds. 
For the purposes of this report, the former types of programs are referred to as loan forgiveness 
while the latter are referred to as loan repayment. 

In general, loan forgiveness benefits are broadly available to borrowers of qualified loans. The 
availability of these benefits is expressed to borrowers in their loan documents, such as the master 
promissory note and the borrower’s rights and responsibilities statement . 9 A borrower who 
satisfies the loan forgiveness program’s eligibility criteria, as set forth in the loan terms and 
conditions, is entitled to the loan forgiveness benefits. Benefits that are entitlements to qualified 
borrowers are generally funded through mandatory appropriations and accounted for as part of 
federal student loan subsidy costs, which are discussed in detail later in the section titled “Cost of 
Loan Forgiveness and Loan Repayment Programs.” There are two broad categories of loan 
forgiveness benefits: loan forgiveness for public service employment and loan forgiveness 
following income-dependent repayment. 

Loan repayment programs also provide debt relief to borrowers for service in a specific function, 
profession, or location. However, in contrast to employment-focused loan forgiveness programs, 
the entity that administers a loan repayment program typically either directly repays some or all 
of the qualified borrower’s student loan debt on his or her behalf or provides funding to a separate 
entity for purposes of implementing a loan repayment program and making such payments. Loan 
repayment benefits are generally offered through programs that are separate or distinct from the 
program through which a federal student loan is made. In many instances, these programs are 
designed to address broad employment needs or shortages (e.g., within a specific occupation or 
geographic location), while other such programs are intended to help individual federal agencies 
recruit and retain qualified employees, often serving as an additional form of compensation to 
targeted employees, who may be harder to recruit or retain. Both types of loan repayment benefits 
are generally available to a limited number of qualified borrowers. Typically, loan repayment 
benefits are discretionary and their availability is subject to the appropriation of funds. 

The text box below provides a summary of some of the distinguishing features of the three 
categories of debt relief programs examined in this report: programs that provide loan forgiveness 
for public service employment, programs that provide loan forgiveness following income- 
dependent repayment, and programs that provide loan repayment for public service employment. 



9 Some loan forgiveness programs have been established and made available to individuals who have already borrowed 
their loans. The resulting change to the terms and conditions of an existing loan program is referred to as a loan 
modification. 
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Distinguishing Features of Loan Forgiveness and Loan Repayment Programs 

Loan forgiveness for public service employment 

• Provides debt relief for borrowers employed in specific occupations, for specific employers, or in public service 

• Benefits are potentially available to an open-ended number of qualified borrowers 

• Availability of benefits is generally incorporated into the terms and conditions of certain federal student loans 

• Benefits are considered an entitlement to qualified borrowers 

• Funding for benefits is typically incorporated into loan subsidy costs 

Loan forgiveness following income-dependent repayment 

• Provides debt relief for borrowers who, after repaying their student loans as a proportion of their income for an 
extended period of time, have not repaid their entire student loan debt 

• Benefits are potentially available to an open-ended number of qualified borrowers 

• Availability of benefits are generally incorporated into the terms and conditions of certain federal student loans 

• Benefits are considered an entitlement to qualified borrowers 

• Funding for benefits are typically incorporated into loan subsidy costs 

Loan repayment for public service employment 

• Provides debt relief for borrowers employed in specific occupations, for specific employers, or in public service 

• Benefits are generally available to a limited number of qualified borrowers, subject to the appropriation of funds 

• Program-specific benefits may be designed to address broad employment needs or shortages in a specific 
occupation or geographic location, or may be offered by government agencies to support the recruitment and 
retention of qualified employees 

• Benefits are not considered an entitlement to qualified borrowers 

• Funding for benefits is typically provided through discretionary appropriations 



Loans Eligible for Forgiveness or Repayment 

There are three broad categories of loans that may be eligible for inclusion in federal loan 
forgiveness and loan repayment programs: 

1 . Federal student loans made through programs authorized by Title IV of the 
Higher Education Act (HEA) and administered by the U.S. Department of 
Education (ED), Office of Federal Student Aid (FSA). 

2. Student loans made through programs authorized by Title VII and Title VIII of 
the Public Health Service Act (PHSA) and administered by the U.S. Department 
of Health and Human Services (HHS), Health Resources and Services 
Administration (HRS A). 

3. Private (nonfederal) education loans. 

For most federal loan forgiveness and loan repayment programs, eligible loans include only 
federal student loans made through HEA or PHSA programs; however, for a small number of 
programs, eligible loans also include private education loans. Brief summaries of student loan 
types that may be eligible for loan forgiveness or loan repayment are provided below. 
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